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►  The  department's  ownership  of  mineral  rights  on  ^  00C^wt 
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The  exact  location  and  the  percentage  of  mineral 

rights  owned  are  not  known.  L\bR^ 

►  $854,352    in    Rural    Development    Unit    notes  »"  ^  £  LV^aW  59&ol 
receivable  which  were  not  recorded  in  the  state's  <*&&&,  vfc°nteW 
official  accounting  records  at  June  30,  1979. 

►  A  $435,047  understatement  of  Hail  Insurance  ex- 
penditures and  revenues  resulting  from  the  use  of 
improper  accounting  methods. 
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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report 
we  include  a  listing  of  all  recommendations  together 
with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.   This  listing 
serves  as  a  means  of  summarizing  the  recommendations 
contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.   The  full  reply  of  the  Department  of  Agricul- 
ture is  included  in  the  back  of  this  report. 


1A.  Record  Rural  Development  Unit 
notes  receivable  balances  on  the 
state's  official  accounting  records 
at  year-end. 

Agency  Reply:   Concur.   See  page  36. 

IB.  Further  coordinate  with  the  De- 
partment of  Administration  in  estab- 
lishing a  notes  receivable  subsidiary 
detail  ledger  report. 

Agency  Reply:   Concur.   See  page  36. 

1C.  Discontinue  reporting  as  notes  re- 
ceivable cash  transfers  made  to  pay 
administrative  expenses  of  another  ac- 
counting entity. 

Agency  Reply:   Concur.   See  page  36. 

2.  Include  documentation  of  review  and 
approval  by  the  loan  committee  in  each 
Rural  Development  loan  file. 

Agency  Reply:   Concur.   See  page  37. 

3A.  Record  hail  insurance  premiums  off- 
set by  hail  loss  benefits  as  revenue. 

Agency  Reply:   Concur.   See  page  37. 

3B.  Record  all  allowed  hail  losses  as 
expenditures . 

Agency  Reply:   Concur.   See  page  37. 

4.  Comply  with  applicable  statutes  and 
regulations  in  accruing  vacation  and 


Page 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

sick  leave  for  seasonal  and  temporary 

employees .  9 

Agency  Reply:   Concur.   See  page  37. 

5.  Clarify  the  work  status  of  Hail  In- 
surance Unit  adjusters  and  ensure  they 

are  compensated  accordingly.  11 

Agency  Reply:   Concur.   See  page  37. 

6.  Seek  approval  of  and  maintain  an 
indirect  cost  plan  with  the  Federal 

Government.  12 

Agency  Reply:   Concur.   See  page  38. 

7 .  Accrue  grant  revenue  in  accordance 
with  generally  accepted  accounting 
principles  and  state  accounting  pol- 
icy. 12 

Agency  Reply:   Concur.   See  page  38. 

8A.  Deposit  collections  in  accordance 

with  applicable  statutes  and  regulations .         14 

Agency  Reply:   Concur.   See  page  38. 

8B.  Institute  procedures  to  ensure  a 

proper  year-end  cash  cutoff.  14 

Agency  Reply:   Concur.   See  page  38. 

9 .  Develop  inventory  procedures  to  prop- 
erly account  for  and  control  all  equip- 
ment. 16 

Agency  Reply:   Concur.   See  page  39. 

10.  Coordinate  with  the  Department  of 
State  Lands  in  identifying  and  record- 
ing Rural  Development  mineral  rights  in 
accordance  with  state  law.  17 

Agency  Reply:   Concur.   See  page  39. 
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COMMENTS 
GENERAL 

The  Constitution  of  the  State  of  Montana  provides 
for  a  state  Department  of  Agriculture.   As  currently 
established,  Department  of  Agriculture  functions  and 
responsibilities  include:   encouraging  and  promoting 
the  interests  of  Montana  agriculture,  publishing  agri- 
cultural statistics,   representing  the  agricultural 
community  in  agricultural  product  distribution  and 
marketing  issues,  maintaining  a  crop  market  news  ser- 
vice, and  regulating  and  protecting  Montana  agricultur- 
al activities  through  the  administration  of  agriculture 
related  statutes. 

We  performed  a  financial/compliance  audit  of  the 
department  for  fiscal  year  1978-79.   The  objectives  of 
the  audit  were  to:   (1)  determine  if  the  department's 
financial  statements  present  fairly  its   financial 
position  and  results  of  operations  for  the  fiscal  year 
ended  June  30,  1979;  (2)  determine  if  the  department 
complied  with  applicable  laws  and  regulations;  and  (3) 
make  recommendations  for  improvements  in  the  management 
and  internal  controls  of  the  department. 

We  thank  the  director  and  his  staff  for  their 
cooperation  and  assistance  during  the  audit. 
Department  Organization 

The  Department  of  Agriculture  is  organized  as 
follows : 


Number  FTE 
Employees 


FY  1978-79 
Expenditures"' 


The  CENTRALIZED  SERVICES  DIVISION 
provides  administrative  support  for 
the  entire  department.   The  Rural 
Development  Unit,  which  provides 
loans  to  eligible  rural  Montanans , 
is  organized  within  this  division. 

The  HAIL  INSURANCE  UNIT,  in  associa- 
tion with  the  Board  of  Hail  Insurance, 
administers  Montana  hail  insurance 
laws.   The  Board  of  Hail  Insurance  is 
attached  to  the  Department  of  Agricul- 
ture for  administrative  purposes  only. 

The  CROP  AND  LIVESTOCK  REPORTING 
UNIT,  under  cooperative  agreement 
with  the  United  States  Department  of 
Agriculture,  publishes  Montana  agri- 
cultural statistics  by  county. 

The  TRANSPORTATION  UNIT  provides 
transportation  expertise  for  aiding 
agricultural  shippers  in  state  and 
federal  proceedings  and  in  gather- 
ing Montana  agricultural  statistics. 

The  WHEAT  RESEARCH  AND  MARKETING  UNIT, 
through  the  Wheat  Research  and  Market- 
ing committee,  is  responsible  for 
developing  markets  for  Montana  wheat 
and  barley  and  encouraging  research 
relating  to  culture,  production, 
and  use  of  these  grains .   The  Wheat 
Research  and  Marketing  Committee  is 
attached  to  the  Department  of  Agricul- 
ture for  administrative  purposes 
only. 

The  ENVIRONMENTAL  MANAGEMENT  DIVISION 
administers  the  Montana  Pesticides 
Act  and  federal  regulations  relating 
to  the  use  of  pesticides  in  Montana. 


$276,560 


$114,400 

(Administration) 

1,183,800 

(Benefits) 


$  50,800 


$  41,400 


$473,450 


17 


$897,800 


Number  FTE  FY   1978-79 

Employees  Expenditures'- 

The   PLANT    INDUSTRY  DIVISION  38  $632,200 

administers   Montana   horticultural 
laws   and   federal    regulations,    includ- 
ing  grading,    registration,    inspections, 
and   regulation   of  horticultural   pro- 
ducts  and   licensing,    inspection,    and 
regulation  of   dealers    in   those  products. 

Total   Departmental   FTE   Employees  80 

*See   attached   Schedule   of  Expenditures   by  Object   for   detailed 
information. 

INTERNAL    CONTROL 

As  part  of  our   examination,    we   reviewed  and  tested 
the    department's    system   of    internal    control    to    estab- 
lish   a    basis    for    reliance    thereon    in   determining    the 
nature,    timing,    and  extent  of  other   auditing  procedures 
necessary    for    expressing    an    opinion    on    the    financial 
statements   and  to   assist  in  planning  and  performing  our 
examination  of  the  financial  statements. 

The  objective   of  internal   accounting  control   is   to 
provide    reasonable,    but   not    absolute,    assurance    as    to 
the    safeguarding   of    assets    against    loss    from   unautho- 
rized use   or  disposition,    and  the   reliability  of   finan- 
cial    records     for    preparing    financial    statements    and 
maintaining    accountability    for    assets.      The   concept  of 
reasonable     assurance     recognizes     that     the     cost    of     a 
system   of   internal    accounting   control    should  not   exceed 
the     benefits     derived     and    also    recognizes     that    the 
evaluation    of    these    factors   necessarily   requires    esti- 
mates and  judgments  by  management. 


Our  study  and  evaluation  of  the  department's 
system  of  internal  accounting  control  for  fiscal  year 
1978-79  would  not  necessarily  disclose  all  weaknesses 
in  the  system  because  it  was  based  upon  selective  tests 
of  accounting  records  and  related  data.   We  found  no 
material  internal  control  weaknesses. 
REPORT  CONTENT 

Report  comments   following  relate  to  material 
misstatements  in  the  attached  financial  statements, 
potential  management  improvements  and  department  non- 
compliance with  applicable  statutes. 
RURAL  DEVELOPMENTAL  UNIT 
Notes  Receivable 

Beginning  on  April  30,  1937,  and  for  many  years 
thereafter,  the  United  States  Department  of  Agriculture 
(USDA)  Farmers  Home  Administration  administered  certain 
assets  for  the  Montana  Rural  Rehabilitation  Corporation. 
In  1972,  the  Montana  Department  of  Agriculture  and  the 
USDA  Farmers  Home  Administration  entered  into  an  agree- 
ment that  transferred  the  administration  of  these 
assets  to  the  Montana  Department  of  Agriculture. 

The  Rural  Development  Unit  of  the  Centralized 
Services  Division,  utilizing  the  funding  described  in 
the  preceding  paragraph,  makes  real  estate,  operating, 
and  educational  loans  to  eligible  rural  Montanans . 
Actual  Rural  Development  notes  receivable  at  June  30, 
1979  were  $1,282,450.   At  June  30,  1979,  the  department 


had  recorded  only  $428,098  of  these  notes  receivable  in 

the  Statewide  Budgeting  and  Accounting  System  (SBAS), 

creating  an  understatement  of  assets  in  the  Federal  and 

Private  Grant  Clearance  Fund  of  $854,352. 

The  above  understatement  was  due  to  the  following 

problems : 

--While  attempting  to  establish  a  notes  receivable 
subsidiary  ledger  on  SBAS,   the  Department  of 
Administration,  Accounting  Division,  erroneously 
increased  the  Notes  Receivable  and  the  Department 
of  Agriculture  Cost  Allocations  Clearing  accounts 
by  $141,159. 

— The  Department  of  Agriculture  miscoded,  as  notes 
receivable,  a  $29,979  transfer  to  another  account- 
ing entity  of  cash  to  pay  administrative  expenses. 

— As  the  result  of  a  SBAS  upgrade  problem,  the 
Department  of  Administration  instructed  the  Depart- 
ment of  Agriculture  to  code  $7,630  in  notes  receiv- 
able as  accounts  receivable.   This  action  was 
taken  with  the  intention  of  transferring  the 
accounts  receivable  to  a  notes  receivable  account 
at  a  later  date.   The  transfer  was  not  made  before 
June  30,  1979. 

— The  Department  of  Agriculture  did  not  record 
$1,017,860  of  outstanding  notes  receivable  on 
SBAS. 

The  Department  of  Agriculture  has  requested  assis- 
tance from  the  Department  of  Administration  in  develop- 
ing a  notes  receivable  subsidiary  detail  ledger  report. 
This  report  would  provide  a  means  of  recording  SBAS 
detailed  loan  information.   The  department  should 
continue  working  with  the  Department  of  Administration 
on  this  project. 


RECOMMENDATION   1 

We  recommend  that  the  department: 

A.  Record    Rural    Development   Unit   notes    receivable    bal- 
ances   on    the    state's    official    accounting    records    at 
year-end. 

B.  Further  coordinate  with  the  Department  of  Administra- 
tion in  establishing  a  notes  receivable  subsidiary  detail 
ledger  report. 

C.  Discontinue  reporting  as  notes  receivable  cash  transfers 
made  to  pay  administrative  expenses  of  another  account- 
ing entity. 

Loan  Committee  Approval 

As   a  control   over   the   lending  process,    the   depart- 
ment's   director    and  two   staff  members   serve   as   a  Rural 
Development   loan  committee.      This   committee   reviews   and 
verbally  approves  applications   for  loans  made.     Eighteen 
of    a    sample    of    22     Rural    Development    loan    files    we 
tested  contained  no  documentation  of  review  and  approval 
by   the    loan    committee.      To   realize   the   full  benefit  of 
this    control,     the    department    should    include    original 
documentation  of  approval  by   the   loan  committee   in  each 
loan  file. 

RECOMMENDATION  2 

We  recommend   that  the   department  include   documentation  of 
review   and    approval    by    the    loan    committee    in   each   Rural 
Development  loan  file. 
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HAIL    INSURANCE    UNIT 

The  Montana  Hail    Insurance   Program,    established   in 
1917,     provides     Montana     grain    growers    with    insurance 
protection    against   crop    loss    due   to  hail.      Administra- 
tive    operations     of     the     unit     are     funded    through     an 
appropriation    of    program    assets.      A    summary    of    Hail 
Insurance    activity    for   the   last  ten  years,    provided  by 
the   Department    of   Agriculture   Hail    Insurance   Unit,    is 
shown  below. 


SUMMARY  -  HAIL  SE, 

\S0NS 

1970-1979 

Premium 

Losses 

Loss 

Policies 

Year 

Risk 

Charge 

Paid 

Ratio 

Issued 

1979 

$13,567,843. 

,00 

$1,189,607.14   $ 

431,771. 

,04 

36.0% 

1846 

1978 

17,059,113 

.70 

1,541,597.02    1 

,626,810. 

,19 

103.5% 

2625 

1977 

10,692,679, 

.21 

949,468.00 

335,896, 

,47 

35 . 3% 

2146 

1976 

14,842,442 

.57 

1,229,993.33    1 

,116,848. 

,60 

85 . 8% 

2882 

1975 

16,296,097 

.71 

1,408,227.48    1 

,274,332 

,88 

90 . 4% 

3313 

1974 

15,006,883 

.39 

1,310,918.76 

804,895, 

,40 

61.3% 

3051 

1973 

11,571,964 

.61 

1,042,882.42 

142,574, 

,36 

13.6% 

2651 

1972 

10,177,714 

.32 

908,297.06 

380,439, 

.22 

42 . 0% 

2585 

1971 

11,498,341 

.22 

1,009,743.26 

556,387, 

.54 

56.0% 

3077 

1970 

8,422,973 

.51 

748,659.26 

296,766 

.84 

40 . 0% 

2657 

This    information   was    provided    by    the    Department    of    Agriculture,    Hail 
Insurance    Unit.      Inconsistencies    between    1979    information  presented   on 
this     schedule     and     information    presented     in     accompanying     financial 
statements    are   due   to   differences    in   reporting  periods   and   application 
of  accounting  principles. 


A    November   15,     1979    letter    from    a    Helena    based 
actuary     indicates    that    the    program    has    adequate    re- 
serves   to    increase   coverage   on  grain  crops    from   $18   to 
$24    per   acre   on  non-irrigated   land   and    from   $36   to    $48 


per  acre  on  irrigated  land  in  the  1980  hail  season.   In 
order  to  provide  this  increased  coverage,  the  Board  of 
Hail  Insurance,  by  limiting  refunds  to  insured  farmers, 
has  increased  Hail  Insurance  Agency  Fund  assets  from 
$1,827,482  at  June  30,  1970,  to  $3,058,415  at  June  30, 
1976,  and  $3,784,826  at  June  30,  1979. 
Loss  Benefit  Premium  Offsets 

Farmers  have  the  option  of  paying  hail  insurance 
premiums  either  at  the  time  the  policy  is  written  or 
with  their  November  property  tax  installment.   When  a 
farmer  who  has  elected  to  defer  a  premium  payment  until 
November  incurs  a  hail  loss,  the  department  nets  the 
loss  benefit  payable  and  the  premium  due.   This  de- 
creases the  amount  due  with  November  property  taxes. 
During  fiscal  year  1978-79,  $334,284  in  loss  benefits 
offset  against  premiums  due  were  not  recorded  on  the 
state's  accounting  system  as  expenditures  and  revenue 
because  of  the  offsetting  process  discussed  above. 

In  addition  to  the  offsets  discussed  in  the  preced- 
ing paragraph,  the  department  paid  $100,763  in  loss 
benefits  by  decreasing  recorded  revenue  rather  than  by 
recording  the  payments  as  expenditures.   This  caused  an 
additional  $100,763  understatement  of  recorded  revenues 
and  expenditures  in  fiscal  year  1978-79. 


8 


RECOMMENDATION   3 

We  recommend  that  the  department: 

A.  Record    hail    insurance    premiums    offset    by    hail    loss 
benefits  as  revenue. 

B.  Record  all  allowed  hail  losses  as  expenditures. 

PAYROLL 

Accrual  of  Vacation  and  Sick  Leave 

The  Department  of  Agriculture  does  not  accumulate 
vacation  and  sick  leave  earned  by  seasonal  or  temporary 
employees  of  the  Plant  Industry  and  Environmental 
Management  divisions  as  required  by  state  law  and 
regulations.   We  estimate  that  these  employees  should 
have  accrued  approximately  2,000  hours  of  sick  and 
vacation  leave  during  fiscal  year  1978-79.   Statutes 
state  that  employees  shall  be  compensated  for  sick 
leave  and  vacation  credits  not  used  upon  termination 
provided  the  employees  have  worked  the  qualifying 
period.   The  department  could  be  liable  to  seasonal  and 
temporary  employees  for  vacation  and  sick  leave  not 
accrued  in  fiscal  year  1978-79  and  in  prior  years. 

RECOMMENDATION  4 

We    recommend    that   the    department    comply    with    applicable 
statutes  and   regulations   in  accruing  vacation  and  sick  leave 
for  seasonal  and  temporary  employees. 


Hail  Adjuster  Employee  Status 

Hail  loss  adjusters  are  paid  by  the  Department  of 
Agriculture  through  the  state  payroll  system  for  40 
hours  per  week  (520  hours  per  year)  regardless  of  the 
hours  necessary  to  complete  hail  loss  adjustments 
assigned  by  the  Hail  Insurance  Unit.   The  amount  of 
compensation  for  Hail   Insurance  adjusters  appears 
reasonable.   Adjusters  are  on  call  from  the  first  hail 
storm  of  the  year  and  verify  and  approve  assigned  hail 
insurance  claims  submitted  by  insured  farmers  through- 
out the  three  month  long  Montana  hail  season. 

The  Montana  Department  of  Labor  and  Industry, 
Labor  Standards  Division  has  indicated  that  these 
adjusters  are  non-exempt  employees  of  the  state.   This 
status  means  they  must  accrue  vacation  and  sick  leave 
and  receive  payment  for  any  overtime  hours  worked.   The 
Department  of  Agriculture  currently  treats  hail  loss 
adjusters  as  independent  contractors  rather  than  non- 
exempt  employees.   Adjusters  do  not  accrue  vacation  and 
sick  leave  as  required  by  state  law  and  regulations  and 
adjusters  do  not  claim  nor  are  they  compensated  for 
overtime  worked.   By  designating  adjusters  as  indepen- 
dent contractors  in  written  contracts,  the  department 
could  free  itself  from  the  above  employee  related 
restrictions.  The  department  should  clarify  the  employ- 
ment status  of  hail  loss  adjusters  and  ensure  they  are 
compensated  accordingly. 
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RECOMMENDATION  5 

We  recommend  that  the  department  clarify  the  work  status  of 

Hail  Insurance  Unit  adjusters  and  ensure  they  are  compensated 

accordingly. 

FEDERAL  GRANTS 

Indirect  Cost  Reimbursements 

The  Federal  Government  recognizes  and  provides  for 
reimbursements  to  state  agencies  for  indirect  costs 
incurred  in  the  administration  of  Federal  grants.   MCA 
17-3-111  and  Management  Memo  2-79-6  reguire  that  each 
agency  negotiate  agreements  with  the  Federal  Government 
to  recover,  to  the  fullest  extent  possible,  indirect 
costs  of  administrating  Federal  grants. 

During  fiscal  year  1978-79,   the  department's 
Environmental  Management  Division  had  Federal  grants  of 
$579,957  and  no  indirect  cost  reimbursement  plan  in 
effect  with  the  applicable  Federal  agency.  The  adminis- 
trator of  the  Department  of  Agriculture,  Centralized 
Services  Division,  estimated  that  approximately  $23,000 
could  have  been  reimbursed  to  the  General  Fund  for 
indirect  costs,  had  the  agency  submitted  and  had  ap- 
proved an  indirect  cost  plan. 
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RECOMMENDATION  6 

We    recommend    that   the    department    seek   approval    of   and 

maintain  an  indirect  cost  plan  with  the  Federal  Government. 

Grant  Revenue  Accruals 

At  fiscal  year-end  1978-79,   the  Environmental 
Management  Division  had  spent  $608,676  for  two  Federal 
grants  and  had  been  reimbursed  for  $579,957.   The 
difference  of  $28,719  was  not  recorded  as  an  account 
receivable  and  recognized  as  revenue  in  the  state's 
accounting  system  as  required  by  generally  accepted 
accounting  principles  and  Management  Memo  2-79-3A.   The 
$28,719  was  received  and  recorded  as  revenue  during  the 
next  fiscal  year. 

RECOMMENDATION  7 

We  recommend  that  the  department  accrue  grant  revenue  in 
accordance  with  generally  accepted  accounting  principles  and 
state  accounting  policy. 

TIMELY  DEPOSITS 

Staff  in  the  department  director's  office  log  in 
all  collections  on  the  date  of  receipt  and  distribute 
the  money  to  the  various  divisions  for  processing. 
Division  personnel  verify  the  propriety  of  the  collec- 
tion.  When  they  believe  they  have  enough  money  to  make 
a  deposit,  division  personnel  prepare  a  collection 
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report  and  forward  the  money  and  the  report  to  the 
Centralized  Services  Division.   The  department  then 
deposits  the  money  with  the  State  Treasurer. 

The  department's  allowing  the  various  divisions  to 
determine  when  to  make  a  deposit  has  resulted  in  untimely 
deposits  to  the  State  Treasurer  and  noncompliance  with 
MCA  17-6-105.  This  statute  states  that  deposits  shall 
be  made  daily  when  the  accumulated  amount  of  coin  and 
currency  requiring  deposit  exceeds  $100  or  total  collec- 
tions exceed  $500  in  an  agency. 

At  June  30,  1979,  there  was  approximately  $15,000 
in  cash  on  hand  at  the  various  divisions.   This  amount 
was  not  recorded  in  the  state's  official  accounting 
records,  either  as  cash  or  as  revenue,  until  the  next 
fiscal  year.   Of  the  $15,000,  $7,340  belonged  to  the 
state's  General  Fund.   On  January  25,  1980,  we  counted 
cash  and  checks  on  hand  at  the  department  totalling 
$30,094.   This  money  was  collected  between  January  18 
and  January  25.   Collections  during  this  period  may  be 
abnormally  high  since  many  licenses  expire  December  31. 
However,  our  test  count  and  review  of  department  collec- 
tion records  indicate  that  the  department  has  signifi- 
cant amounts  of  cash  and  checks  on  hand  many  times 
during  the  year.   Untimely  deposit  results  in  lost 
interest  to  the  state  and  weakens  controls  over  cash. 
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RECOMMENDATION  8 

We  recommend  that  the  department: 

A.  Deposit  collections  in  accordance  with  applicable  statutes 
and  regulations. 

B.  Institute   procedures   to  ensure  a   proper  year-end  cash 
cutoff. 

CASH  RESTATEMENT 

For  full  financial  statement  disclosure,  accounts 
payable  should  be  established  and  cash  correspondingly 
restated  as  of  June  30  for  all  cash  expenditure  trans- 
actions completed  during  the  fiscal  year-end  adjustment 
period. 

The  state's  fiscal  year-end  1978-79  adjustment 
period  was  from  July  2,  1979  to  July  23,  1979.   During 
this  period,  state  agencies  continued  to  pay  fiscal 
year  1978-79  obligations,  reducing  the  June  30  cash 
balance  instead  of  recording  accruals  or  payables.   To 
reflect  the  actual  June  30  cash  balance  for  financial 
statement  purposes,  the  Department  of  Administration 
adjusted  or  restated  many  of  the  cash  amounts  paid 
during  the  adjustment  period.  They  established  accounts 
payable  for  the  corresponding  amounts. 

The  June  30,  1979  restated  cash  and  accounts 
payable  adjustments  included  all  transfer  warrant 
claims  and  the  payroll  no-warrant  transfers  issued 
during  the  fiscal  year-end  adjustment  period.   Other 
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no-warrant  transfer  transactions  were  not  included  in 
the  cash  restatement.   These  transactions  totalled 
$33,208  for  the  Department  of  Agriculture.   Therefore, 
cash  in  treasury  and  accounts  payable  for  the  agency 
are  misstated  by  $33,208  at  June  30,  1979. 

In  their  response  to  our  fiscal  year  1978-79  audit 
report  on  the  Department  of  Justice,  the  Department  of 
Administration  acknowledged  the  existence  of  this 
problem.   Department  of  Administration  personnel  are  in 
the  process  of  including  cash  restatements  for  non- 
payroll  no-warrant  transfers  with  present  cash  restate- 
ment procedures. 
PLANT,  PROPERTY,  AND  EQUIPMENT 

We  found  department  controls  regarding  the  safe- 
guarding of  assets  adequate  with  the  exception  of 
controls  at  the  Grain  Standards  Bureau  in  Great  Falls. 
Grain  Standards  Bureau  policy  has  been  to  record  all 
purchases  and  disposals  of  equipment  annually,   at 
fiscal  year-end.   We  found  two  infrared  analyzers  and 
four  sample  mills  costing  $23,605  which  were  purchased 
in  July  1979  but  which  were  not  included  in  the  inven- 
tory records  in  January  1980.   We  also  found  that  no 
annual  inventory  is  taken  of  equipment  at  this  bureau. 

To  adequately  control  equipment  purchases  and 
disposals,  the  department  should  immediately  add  or 
delete  equipment  from  the  fixed  asset  records  when  a 
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transaction  takes  place.   The  department  should  take  an 
annual  inventory  of  all  equipment  and  reconcile  the 
results  to  the  inventory  records. 

RECOMMENDATION  9 

We  recommend   that  the  department  develop  inventory  proce- 
dures to  properly  account  for  and  control  all  equipment. 

RURAL  DEVELOPMENT  ASSETS 

The  Department  of  Agriculture  owns  mineral  rights 
on  over  11,000  acres  located  in  Custer,  Prairie,  Dawson, 
Lake,  Valley,  Phillips,  and  Blaine  counties.   Records 
relating  to  these  interests  are  maintained  at  the 
Department  of  Agriculture.   These  records  do  not  show 
the  exact  location  of  the  land  or  the  percentage  of 
mineral  rights  owned. 

MCA  2-17-121  through  126  provides  that  the  Board 
of  Land  Commissioners  shall  maintain  a  central  filing 
system  and  central  index  of  all  real  property  held, 
acquired,  leased,  administered,  or  disposed  of  by  state 
agencies.   State  agencies  are  to  provide  the  board  with 
the  information  necessary  to  establish  and  maintain 
such  a  filing  system  and  index.   The  Department  of 
Agriculture  does  not  have  detailed  information  on  these 
mineral  rights  and  has  therefore  not  provided  such 
information  to  the  Department  of  State  lands. 


16 


RECOMMENDATION   10 

We  recommend  the  department,  coordinate  with  the  Department 
of  State  Lands  in  identifying  and  recording  Rural  Develop- 
ment mineral  rights  in  accordance  with  state  law. 
PRIOR  AUDIT  RECOMMENDATIONS 

The  department  was  audited  under  contract  with  our 
office  for  the  fiscal  year  ended  June  30,  1976.   The 
CPA  firm  made  seventeen  recommendations  and  the  agency 
concurred  with  all  of  them.   The  status  of  these  recom- 
mendations during  our  audit  period  was:   six  no  longer 
applicable,  ten  partially  or  fully  implemented,  and  one 
not  implemented.   We  have  addressed  prior  recommenda- 
tions partially  implemented  or  not  implemented  in 
various  sections  of  this  report. 
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STATE  OF  MONTANA 
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STATE  CAPITOL 

HELENA,  MONTANA  59601 

406/449-3122 
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ELLEN  FEAVER,  CPA 
DEPUTY    LEGISLATIVE    AUDITOR 

JOHN  W   NORTHEY 
STAFF  LEGAL  COUNSEL 


The  Legislative  Audit  Committee 
of  Montana  State  Legislature: 

We  have  examined  the  Balance  Sheet  of  the  Department  of  Agriculture 
as  of  June  30,  1979,  and  the  related  statements  of  operations  and 
changes  in  fund  balance/retained  earnings  for  the  year  then  ended. 
Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards,  and,  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  con- 
sidered necessary  in  the  circumstances. 

As  the  result  of  an  improper  accounting  entry,  actual  expenditures 
of  $29,979  were  not  recorded  as  such  in  the  Federal  and  Private 
Grant  Clearance  Fund  accounts.   Because  this  $29,979  is  the  only 
expenditure  that  should  have  been  recorded  in  the  Federal  and 
Private  Grant  Clearance  Fund,  these  financial  statements  do  not 
include  a  Statement  of  Expenditures  Compared  with  Appropriations 
for  the  Federal  and  Private  Grant  Clearance  Fund.   Presentation  of 
such  a  statement  is  required  by  generally  accepted  accounting 
principles . 

The  department  has  not  maintained  accounting  control  of  its  general 
fixed  assets  and,  accordingly,  a  statement  of  general  fixed  assets, 
required  by  generally  accepted  accounting  principles,  is  not  in- 
cluded in  the  financial  statements. 

At  June  30,  1979  the  department  had  recorded,  on  SBAS,  $428,098  of 
notes  receivable  in  the  Federal  and  Private  Grant  Clearance  Fund. 
The  actual  notes  receivable  balance  in  this  fund  was  $1,282,450. 
The  causes  of  the  understatement  are  described  on  page  4  of  the 
accompanying  report. 

While  attempting  to  establish  a  notes  receivable  subsidiary  ledger 
on  SBAS,  the  Department  of  Administration,  Accounting  Division, 
erroneously  increased  the  Notes  Receivable  and  the  Department  of 
Agriculture  Cost  Allocations  Clearing  accounts  in  the  Federal  and 
Private  Grant  Clearance  Fund  by  $141,159.   There  should  have  been 
no  balance  in  the  Cost  Allocations  Clearing  Account  at  June  30, 
1979. 
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During  fiscal  year  1978-79,  $334,284  in  Hail  Insurance  loss  bene- 
fits offset  against  premiums  due  were  not  recorded  as  expenditures 
and  revenue  in  the  Agency  Fund.   Also,  in  the  Agency  Fund,  the 
department  paid  $100,763  in  Hail  Insurance  loss  benefits  by  decreas- 
ing recorded  revenue  rather  than  by  recording  the  payments  as 
expenditures.   Agency  Fund  revenues  and  expenditures,  therefore, 
are  understated  by  $435,047.   This  matter  is  discussed  further  on 
page  5  of  the  accompanying  report. 

Assets  are  understated  in  the  General  Fund  by  $7,340  due  to  a  cash 
cutoff  not  in  accordance  with  generally  accepted  accounting  princi- 
ples as  discussed  on  page  9  of  the  accompanying  report. 

Assets  and  accounts  payable  are  understated  by  $3,891  in  the  Gen- 
eral Fund  and  by  $28,981  in  the  Federal  and  Private  Revenue  Fund  as 
a  result  of  the  Department  of  Administration's  failure  to  restate 
cash  for  nonpayroll  no-warrant  transfers  processed  during  the 
fiscal  year-end  adjustment  period.   This  practice,  which  is  at 
variance  with  generally  accepted  accounting  principles,  is   dis- 
cussed on  page  11  of  the  accompanying  report. 

Assets  and  the  June  30,  1979  Fund  Balance  in  the  Federal  and  Pri- 
vate Revenue  Fund  are  understated  by  $28,719  as  the  result  of  a 
failure  to  accrue  grant  revenues.   Accrual  of  grant  revenues  earned 
is  required  by  generally  accepted  accounting  principles  and  state 
accounting  policy. 

Because  of  the  material  effect  of  the  matters  discussed  in  para- 
graphs 4,  5,  and  6  above,  which  are  at  variance  with  generally 
accepted  accounting  principles,  in  our  opinion,  the  financial 
statements  listed  below  do  not  present  fairly  the  financial  posi- 
tion of  the  Department  of  Agriculture  as  of  June  30,  1979,  or  the 
results  of  its  operations,  or  changes  in  its  fund  balances/retained 
earnings  for  the  year  then  ended  in  conformity  with  generally  ac- 
cepted accounting  principles. 


Statements 


Funds  Not  Fairly  Presented 


Balance  Sheet 


Federal  and  Private 
Grant  Clearance  Fund 


Revenue  Compared  with  Revenue 
Estimates 


Agency  Fund 


Expenditures  Compared  with 
Appropriations 

Changes  in  Fund  Balance/ 
Retained  Earnings 


Agency  Fund 


Federal  and  Private 

Grant  Clearance  Fund 
Agency  Fund 
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In  our  opinion,  except  for  the  effects  of  the  improper  cash  cutoff 
discussed  in  paragraph  7  above,  the  failure  to  restate  cash  for 
nonpayroll  no-warrant  transfers  discussed  in  paragraph  8  above,  and 
the  failure  to  accrue  grant  revenues  discussed  in  paragraph  9 
above,  the  General  Fund,  Federal  and  Private  Revenue  Fund,  Earmarked 
Revenue  Fund,  and  Agency  Fund  balance  sheets  present  fairly  the 
financial  position  of  the  Montana  Department  of  Agriculture  at 
June  30,  1979  in  conformity  with  generally  accepted  accounting 
principles  which,  except  for  the  changes  in  the  method  of  restating 
cash  and  recording  Hail  Insurance  accounts  receivable  as  described 
in  Notes  8  and  9  to  the  financial  statements,  have  been  applied  on 
a  basis  consistent  with  that  of  the  preceding  year. 

In  our  opinion,  except  for  the  omission  of  a  Statement  of  Expendi- 
tures Compared  with  Appropriations  for  the  Federal  and  Private 
Grant  Clearance  Fund  which  results  in  an  incomplete  presentation  as 
explained  in  paragraph  2  above,  the  financial  statements  listed 
below  present  fairly  the  financial  position  of  the  Montana  Depart- 
ment of  Agriculture  at  June  30,  1979,  and  the  results  of  its  opera- 
tions and  changes  in  its  fund  balances/retained  earnings  for  the 
fiscal  year  then  ended  in  conformity  with  generally  accepted  account- 
ing principles  which  have  been  applied  on  a  basis  consistent  with 
that  of  the  preceding  year. 


Statements 


Funds  Fairly  Presented 


Revenue  Compared  with  Revenue 
Estimates 


General  Fund 
Earmarked  Revenue  Fund 
Federal  and  Private 

Revenue  Fund 
Federal  and  Private  Grant 

Clearance  Fund 


Expenditures  Compared  with 
Appropriations 


General  Fund 
Earmarked  Revenue  Fund 
Federal  and  Private 
Revenue  Fund 


Changes  in  Fund  Balance/ 
Retained  Earnings 


General  Fund 
Earmarked  Revenue  Fund 
Federal  and  Private 
Revenue  Fund 


The  accompanying  Schedule  of  Expenditures  by  Object,  Supplementary 
Schedules  of  Revenue  Compared  with  Revenue  Estimates,  and  the 
columns  on  the  accompanying  Statements  of  Revenue  Compared  with 
Revenue  Estimates  and  Expenditures  Compared  with  Appropriations 
captioned  "Combined  Total  Memorandum  Only"  are  not  necessary  for  a 
fair  presentation  of  the  financial  statements  but  are  presented  as 
additional  analytical  data.   This  information  has  been  subjected  to 
the  tests  and  other  auditing  procedures  applied  in  the  examination 
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of  the  accompanying  financial  statements  and,  in  our  opinion,  is 
fairly  stated  in  all  material  respects  in  relation  to  the  financial 
statements  taken  as  a  whole  except  as  this  information  relates  to 
the  material  misstatements  discussed  in  paragraph  6  of  this  opin- 
ion. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislature  Auditor 


February  1,  1980 
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DEPARTMENT 

01 

AGRICULTURE 

ALL  FUNDS 
BALANCE  SHEET 

JUNE 

30 

,  1979 

Governmental  Funds 


General 

Fund 


Special  Revenue 
Funds 


Fiduciary  Funds 

Trust  and  Agency  Funds 
Federal  and 


Federal 

Earmarked    and  Private  Private  Grant 

Revenue        Revenue  Clearance 

Fund          Fund  Fund 


Agency 
Fund 


ASSETS 

Revolving  Fund  Cash  $  1,000 

Cash  in  Treasury 

Deferred  Accounts  Receivable 

Accounts  Receivable 

Accounts  Receivable  - 

Dishonored  Checks 
Notes  Receivable 
Inter-Entity  Loans 

Receivable 
Federal  Securities  -  at  par 

(market  $184,250) 
Other  Investments  -  at  cost 

(market  $275,135) 
Transfers  to  Short  Term 

Investment  Pool 
Expense  Advances  to  Employees  394 

Appropriation  Authority  Available 

to  Pay  Accrued  Expendi turrs  and 

Accounts  Payable  54,770 

Total  Assets  $56, 164 


$211,780 

$  86,187 
75 

$  47,645 

7,630 

30 
428,098 

$ 

133,127 
785,073 

40,000 
200,000 
350,000 

330,765 

207,735 

95,466 

2,276,626 

1,380 


$542,545 


$295,377 


$578,869     $3,784,826 


LIABILITIES  AND  FUND  BALANCE/ 
RETAINED  EARNINGS 


Accounts  Payable  $51,374      $  43,465       $  39,331 

Inter-Entity  Loans  Payable  50,000 

Accrued  Expenditures  4,790         5,650         40,413 

Reserve  for  Deferred 
•Accounts  Receivable 
Unaccumulated  Bond  Discounts 
Uncleared  Collections 

Cost  Allocations  Clearing  

Total  Liabilities  $56,164      $  49,115       $129,744 

Hail  Insurance  Catastrophe  Reserve 

Fund  Balance/Retained 
Earnings  -0-         493,431        165,634 

Total  Liabilities,  Reserve,  and 
Fund/Balance  Retained  Earnings     $56,164      $542,546       $295,378 


75 


(45) 
141,159 
$141,189 


437,679 
$578,868 


$   785,073 
309 


$   785,382 
2,440,000 

559,444 
$3,784,826 


See  accompanying  Notes  to  Financial  Statements. 
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DEPARTMENT  OF  AGRICULTURE 

ALL  FUNDS 

STATEMENT  OF  REVENUE  COMPARED  WITH  REVENUE  ESTIMATES 

FISCAL  YEAR  ENDED  JUNE  30,  19  79 


Governmental  Funds 


Special  Revenue  Funds 


General  Fund 


Earmarked  Revenue  Fund 


Federal  and  Private 
Revenue  Fund 


Estimated 

Actual 

Estimated 

Actual 

Estimated 

A>  tual 

Revenue  Description 

Agriculture  Licenses  and 

Permits  (See  Schedule 

A) 

$  80 

,000 

$  79 

,284 

Health,  Quality  Inspec 

Lion, 

Testing,  General  Fee 

(See  Schedule  B) 

1  10 

,000 

125 

,259 

Produce  Tags 

700 

728 

Fert 1  1 lzer  Brand 

Registration  License 

and  Permits 

$  25,500 

$26,445 

Fert l 1 lzer  Tax 

945 

1  ,141 

Commercial  Fertilizer 

I  est  mg  Fee 

50,000 

60,930 

Short  Term  Investment 

Pool 

4,100 

27,038 

$     6,500 

$    16 

,395 

Study  Manuals  and 

Materials  Sold 

8,550 

652 

Pest  Control  Research 

Grant 

3,267 

782,000 

b67 

,279 

Official  Grain  Inspect 

ion 

Fee 

320,000 

254,378 

Agricultural  Products 

Sold 

7,000 

4,345 

Commercial  Feed 

Registration  Licenses 

and  Permits 

47,000 

29,825 

Commercial  Feed  Inspection 

Fee 

45,000 

47,511 

Old  West  Regional 

Commission  Grants 

297,994 

63 

,800 

Federal  Rail  Planning 

Grant 

160,000 

10 

,188 

Wheat  Sales  Tax 

355,000 

36  1 

,307 

barley  Sales  Tax 

70,000 

88 

,682 

interest  Earnings 

Genera] 

Hail  Insurance  (Net  of 

refunds) 

Income  Transfers  - 

ii  in'ra  1 

106,528 

94,116 

^rt,675 

29 

,979 

CETA 

16,001) 

Market  ing  Serv  Lcei 

6,0 

.',169 

Total  Fund 

$196 

.700 

$205 

$614,623 

$549,648 

,630 

See  accompanying  Notes  to  Financial  Sialements. 
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Fiduciary  Funds 


Trust  and  Agency  Finnic 


Federal  and  Private 

Grant  Combined  Total 

Clearance  Fund Agency  Fund  (Memorandum  Only] 

Estimated    Actual  Estimated        Actual      Estimated       Actual 


S    80,000     $    79,284 


116,000        125,259 
700  728 


25,500 
945 

26,445 

1  ,  141 

50,000 

60,930 

$    15,000 

$14,464 

$        65,000 

$      135,273 

90,600 

8,550 

782,000 

320,000 

7,000 

47,000 

45,000 

297,994 

160,000 

355,000 

70,000 

193,170 

652 

670,546 

254,378 

4,345 

29,825 

47,511 

63,800 

10,188 

363,307 

88,682 

80.000 

56.818 

110,000 

40,699 

190, 000 

97,517 

1,908.000 

913,610 

1 

,908.000 

91  1,610 

20 ,979 

$71,282 

108,517 

$4 

273,1 

16,000 
16,000 

,759,988 

124,095 

$124,979 

$2,191,517 

$1,089,582 

$3,155,413 

24 


DEPARTMENT  OF  AGRICULTURE 

ALL  FUNDS 

STATEMENT  OF  EXPENDITURES  COMPARED  WITH  APPROPRIATIONS 

FISCAL  YEAR  ENDED  JUNE  30,  1979 

Centralized       HjiI       Crop  and 
Services       Insurance    Livestock 
Division         Unit         Unit 


GOVERNMENTAL  FUNDS 
GENERAL  FUND 

Appropriations  5179,273 

Budget  Amendments  -0- 

.1  Available  179,273 

Expenditures  179 ,531 

Unexpended  Appropriation  Balance    S  (258) 


Prior  Year  Expenditures  $  (2,308) 


•J.  Rj  VENJ  I-  FUNDS 
1  MARKED  REVENUE  Fl  ' 

Appropriations 
Budget  Amendments 
Total  Available 
Expenditures 
Unexpended  Appropriation  Balance 


Prior  Year  Expenditures 


FEDERAL  AND  PRIVATE  REVENUE  FUND 


s 

1,598 
-0- 

s 

108,517 
6,961 

1,598 
1,598 
-0- 

115,478 
114     i2 

i 

$ 

1,056 

$ 

(228 

FIDUCIARY  H  Mj 
AGENCY  FUND 

Expenditures 


COMBINED  TOTAL 

i Memorandum  Only) 

Appropr iat  tons 
Budg'-L  Amendmen i  s 
Tota  I  A vi  i  I  ill  I  e 
Expendi t u i es 

Less  Nonapprop rial ed  E  ■ pend Itures 
Appropriated  Expenditures 
Unexpended  Appropriation  Bal  n 


Prioi  Year  Expenditures 

See  accompanying  Notes  to  Financial  Statements. 


Appropriations  $  31,576  >U,700 

Budget  Amendments  138,580  -0- 

Total  Available  170,156 

Expenditures  95  ,  <  I 

Unexpended  Appropriation  Balance  % 74 , 723 


Prior  Year  Expenditures  (KM)  $ (10) 


$212,447 

.  .80 

$ 

1 
l 

108 .,  1 ; 
lij  161 

i 
,  ci... 

17  i 
114,4    .' 

-i 

.498 
)- 

.  1  .02  7 
276,5    - 

52 

50 

,498 

.80? 

276,  i62 

1 

,808 

i    ...  . 

* 

1,0!  b 

$    (2,411) 

$ 

1  ..'.".i 

S 

136 

25 


Transpnrtat  ion 
Unit 


Wheat 
Research 
Market  ing 
Unit 


Environmenta 1 
Management 

Di  v 1 s ion 


Plant 

Industry 
Divi s ion 


Total 


$  71,081 
-0- 
71,081 
71,402 

$    (321) 


(96) 


$ 

178,320 
-0- 

$317,466 
-0- 

$ 

785.938 

-0- 

$ 

178,320 

178,238 

82 

317,466 

307,292 

$  10,174 

$ 

785,938 

774,739 

11,199 

$ 

(1,093) 

$  (1,963) 

$ 

(5,314) 

$ 

74,9  iO 
8,550 

5369,828 
-0- 

$ 

554.-873 
15,511 

83,480 
69,929 

369,828 

324,915 

S  44,913 

570,384 
510,864 

S 

13,551 

$ 

59,520 

5 

(25  1  I 

S  (1,861) 

$ 

(2,340 

$141 

,718 
,718 

$517,387 
-0- 

$ 

90.000 

$ 

2 
2 

,295 

141 

517,387 

473,438 

$  43,949 

649,613 

.295 

$141 

,718 

$ 

266,393 

$ 

J 

.295 

$    277 

$ 

(125) 

$ 

345 

$ 

51 

651 
.  108 

.663 
,599 

1 
i 

,760 
231 

.262 
,016 

$ 

529 

,246 

$ 

384 

$1,292,337 


$  71,081 
141 ,718 
212,799 

71,402 

71,402 
$141,397 


(96) 


$517,187 
-0- 

$ 
1 

!4  1 

834 

,17/ 

89  7 

,250 
,556 

517,387 

473,. 

,806 

,780 

473,438 

$  43,949 

$ 

89  7 
280 

,780 
,026 

$     277 

5 

(1 

,469) 

$687,294 

2,295 

689,589 
632,207 

632,207 
$  57,382 


$    (3,479) 


$1  ,'"12,474 
1  ,  124,  110 
3,lf6,584 
3,808,956 

(1,292.3  37) 
2,516,619 

$      599,965 


$        (7,270) 
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DEPARTMENT  OF  AGRICULTURE 

NOTES  TO  THE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1979 

1.    SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  department's  financial  statements  were  prepar- 
ed from  the  Statewide  Budgeting  and  Accounting  System 
( SBAS ) . 

Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual 
basis  of  accounting.   Under  the  modified  accrual  basis 
of  accounting,  revenues  are  recorded  when  received  in 
cash  unless  susceptible  to  accrual  and  expenditures  are 
recorded  when  a  valid  obligation  is  incurred. 

Revenues  are  susceptible  to  accrual  if  they  are 
measurable  and  available  to  finance  expenditures  of  the 
fiscal  period  or  are  not  received  at  the  normal  time  of 
receipt. 

With  the  following  clarifications,  a  valid  obliga- 
tion exists  when  the  associated  liability  is  incurred. 

— The  liability  amount  associated  with  unused  accumu- 
lated vacation  and  sick  leave  at  June  30,  1979,  is 
maintained  on  an  hourly  basis  rather  than  by 
dollar  amount.   The  monetary  liability  is  not 
calculated  until  an  employee  terminates.   Upon 
termination,   qualifying  employees  are  paid  at 
their  current  pay  rate  for  100  percent  of  accu- 
mulated vacation  and  25  percent  of  unused  sick 
leave . 

— If  the  appropriation  provided  funds  to  complete  a 
given  project,  the  entire  amount  of  a  service 
contract  may  be  accrued  even  though  the  services 
are  rendered  in  fiscal  years  subsequent  to  the 
fiscal  year  in  which  the  expenditure  is  accrued. 
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— The  anticipated  cost  of  equipment  is  expensed  in 
the  fiscal  year  in  which  budgeted. 

— Goods  ordered,  but  not  received  as  of  the  fiscal 
year-end,  may  be  accrued  if  the  purchase  order  was 
issued  in  the  fiscal  year  in  which  the  anticipated 
expenditure  is  to  be  accrued. 

To  comply  with  generally  accepted  accounting 
principles,  Hail  Insurance  activity  in  the  Agency  Fund 
should  be  accounted  for  on  the  full  accrual  basis  of 
accounting.   The  basis  of  accounting  currently  in  use 
does  not,   however,  produce  significantly  different 
results  than  the  accrual  basis. 

General  Fixed  Assets 

The  financial  statements  do  not  reflect  the  cost 
of  general  fixed  assets.   General  fixed  assets  are 
recorded  as  expenditures  in  the  various  funds. 
2.    RETIREMENT  PLAN 

Employees  are  covered  by  the  Public  Employees' 
Retirement  System,  a  contributory  plan  under  which  the 
state  contributes  6.2  percent  of  an  employee's  gross 
wages  and  the  employee  contributes  6  percent  of  his 
gross  wages  to  the  plan.   The  department  incurred 
pension  costs  of  $68,196  during  fiscal  year  1978-79. 

The  state's  policy  is  to  fund  accrued  pension 
costs.   At  June  30,  1978,  the  Public  Employees'  Retire- 
ment System  was  actuarially  sound.   The  unfunded  past 
service  costs  and  the  actuarially  computed  value  of 
vested  benefits  were  not  readily  available  for  members 
of  the  plan  employed  by  the  department. 
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3.  INVESTMENTS 

The  department's  investments  are  made  by  the  State 
Board  of  Investments  and  are  controlled  according  to 
statutes  applicable  to  the  board. 

4.  INTERENTITY  LOANS 

Loans  between  governmental  units  are  recorded  as 
interentity  loans  receivable  by  the  loaning  entity  and 
as  interentity  loans  payable  by  the  receiving  entity. 
At  June  30,  1979  the  Federal  and  Private  Revenue  Fund 
had  interentity  loans  payable  to  the  Agency  Fund  of 
$40,000  and  the  Department  of  Administration  of 
$10,000. 

5.  GENERAL  FUND  BALANCE 

The  state's  General  Fund  beginning  and  ending  fund 
balance  on  a  nonconsolidated  basis  is  zero  since  any 
balance  in  the  fund  is  owed  to  the  consolidated  entity 
at  fiscal  year-end. 

6.  PROGRAM  CHANGES 

The  department  reclassified  programs  at  the  end  of 
fiscal  year  1977-78  to  combine  similar  activities  into 
reporting  centers.   Fiscal  year  1977-78  programs  were 
reclassified  into  fiscal  year  1978-79  programs  as 
listed  below: 
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Fiscal  Year  1977-78  Programs  Fiscal  Year  1978-79  Programs 

Administration  Centralized  Services 
Marketing  and  Transportation 

(Marketing  portion)  Centralized  Services 

(Transportation  portion)  Transportation 
Commercial  Feed  and  Fertilizer 

(Laboratory  portion)  Environmental  Management 

Pesticide  Control  Environmental  Management 
Commercial  Feed  and  Fertilizer 

(Licensing  portion)  Plant  Industry 

Horticulture  Plant  Industry 

Grain  Laboratory  Plant  Industry 

Apiary  Plant  Industry 


All  other  programs  remained  the  same. 

7.  CASH  RESTATEMENT 

To  reflect  the  actual  June  30  cash  balance  for 
financial  statement  purposes,  the  Department  of  Adminis- 
tration restated  (increased)  Cash  in  Treasury  and 
Accounts  Payable  balances  to  reflect  cash  paid  during 
the  1978-79  fiscal  year-end  adjustment  period.   This 
procedure  was  not  used  during  fiscal  year  1977-78. 

8.  ACCOUNTS  RECEIVABLE 

At  June  30,  1978,  accounts  receivable  for  Hail 
Insurance  premiums  due  were  not  recorded  on  the  state's 
official   accounting   records.    At   June  30,   1979, 
$785,073  of  such  receivables  were  recorded  in  the 
Agency  Fund. 

9.  HAIL  INSURANCE  RESERVE 

A  reserve  is  provided  in  the  Agency  Fund  as  re- 
quired by  hail  insurance  statutes  and  determined  by  an 
independent  actuary.   The  reserve  consists  of  amounts 
the  independent  actuary  believes  are  reasonable  to 
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cover  1)  catastrophic  losses  for  the  1979  hail  season 
and  2)  two  to  three  years  of  bad  experience  with  hail 
losses,  considering  the  number  of  policies  currently 
issued.   Assets  in  excess  of  maximum  amounts  specified 
in  statutes  are  maintained  in  the  Hail  Insurance  Agency 
Fund  because  increased  coverages  will  be  provided  at  a 
later  date.   Increased  coverages,  by  statute,  require 
larger  reserves. 
10.   OPERATING  BUDGETS 

Appropriations  in  the  General  Fund  account  were 
overspent  by  $258  in  the  Centralized  Services  Program 
and  by  $321  in  the  Transportation  Unit  Program  during 
fiscal  year  1978-79.   Total  department  General  Fund 
expenditures,  however,  did  not  exceed  total  department 
General  Fund  appropriation  authority. 
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DEPARTMENT  OF  AGRICULTURE 


ALL  FUNDS 

SCHEDULE 

OF 

EXPENDITURES 

BY 

OBJECT 

FISCAL 

YEAR  ENDED  JUNE 

30  ; 

,  1979 

Centralize 

;d 

Hail 

Crop  and 

Services 

Insurance 

Livestock 

EXPENDITURE  OBJECT 

Division 

Unit 

Unit 

PERSONAL  SERVICES 

Salaries 

$146,321 

$ 

63,383 

$39,817 

Hourly  Wages 

Other  Compensation 

300 

Employee  Benefits 

21,142 

9,515 

6,374 

Total  Personal  Services 

167,463 

73,198 

46,191 

OPERATING  EXPENSES 

Contracted  Services 

72,666 

1,568 

4,264 

Supplies  and  Materials 

1,398 

297 

46 

Communications 

5,342 

4,984 

305 

Travel 

8,995 

28,351 

Rent 

11,415 

3,336 

Utilities 

Repair  and  Maintenance 

436 

452 

Other  Expenses 

2,412 

81 

2 

Total  Operating  Expenses 

102,664 

39,069 

4,617 

EQUIPMENT 

6,435 

2,155 

GRANTS 

BENEFITS  AND  CLAIMS 

FROM  STATE  SOURCES 

TRANSFERS 

TOTAL  EXPENDITURES 


$276,562 


1,183,820 

108,517 

$1,406,759 


$50,808 
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Wheat  Research 

Envi  ronmental 

Plant 

Transportation 

and  Marketing 

Management 

Industry 

Unit 

Unit 

Division 

Division 
$390,816 

Total 

$34,260 

$  50,835 

$327,708 

$1,053,140 

459 

25,502 

54,942 

80,903 

4,438 

2,528 

7,266 

4,922 

7,247 

57,091 

70,033 

176,324 

39,182 

62,979 

410,301 

518,319 

1,317,633 

15,711 

72,301 

99,041 

10,788 

276,339 

1,060 

1,133 

42,975 

9,082 

55,991 

2,817 

18,872 

16,496 

12,556 

61,372 

5,820 

18,197 

65,330 

34,887 

161,580 

2,938 

5,132 

12,019 

7,595 
5,416 

42,435 
5,416 

172 

510 

1,997 

4,676 

8,243 

2,764 

9,069 

4,583 

1,250 

20,161 

31,282 

125,214 

242,441 

86,250 

631,537 

938 

285,245 

245,038 

27,638 

282,204 
285,245 

1,183,820 


108,517 


$71,402         $473,438         $897,780        $632,207      $3,808,956 
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DEPARTMENT  OF  AGRICULTURE 
GENERAL  FUND 
SUPPLEMENTARY  SCHEDULES  OF  REVENUE  COMPARED  WITH  REVENUE  ESTIMATES 

FISCAL  YEAR  ENDED  JUNE  30,  1979 


General  Fund 


Revenue  Description 


Estimated 


Actual 


SCHEDULE  A 

Agriculture  Licenses  and  Permits 
Pesticide  Dealer  License 
Pesticide  Operator  License 
Pesticide  Applicator  License 
Pesticide  Product  Registration 
Grain  Merchandise  License 
Agricultural  Seed  License 
Bean  Warehouse  License 
Class  A  Nursery  License 
Class  B  Nursery  License 
Class  C  Nursery  License 
Bee  Colony  Registrations 
Wholesaler  License 
Itinerant  Merchant 
Permit  of  Exemption 
Apiculture  General 
Total 


$  80,000 


$  5,695 

1,705 

7,090 

34,470 

5,545 

7,395 

175 

4,005 

1,040 

990 

4,156 

3,650 

2,500 

21 

847 

$79,284 


SCHEDULE  B 

Health,  Quality,  Inspection,  Testing, 

General  Fee 

Bean  Warehouse  Inspection 

Produce  Inspection 

Christmas  Tree  Inspection 

Flour  Inspection 

Photo  Sanitary  Inspection 

Potato  and  Cherry  Inspection 
Total 


$116,000 


$   2,780 

68,518 

290 

4,210 

1,932 

47,529 

$125,259 
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AGENCY    REPLY 


THOMAS  L    JUDGE 
GOVERNOR 


STATE  ok  MOXTAXA 
DKPAKTMKNT  ok  ACiKIC'III/TURE 

AGRICUI  rtJRI 

CAPITOL  STATION 

IIKI.KN A,  MONTANA    C5«X*01 


TELEPHONE: 

AREA  CODE  406 

449-3144 


W.  GORDON  McOMBER 
DIRECTOR 


April  28,  1980 


Mr.  Morris  L.  Brusett 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  MT  59601 


Dear  Mr.  Brusett: 


The  Montana  Department  of  Agriculture  submits  the  following  response  to  the 
audit  performed  by  your  office. 


Page  6  -  Notes  Receivable 


RECOMMENDATION: 


A.  "Record  Rural  Development  Unit  notes  receivable  balances 
on  the  state's  official  accounting  records  at  year-end." 

B.  "Further  coordinate  with  the  Department  of  Administration 
in  establishing  a  notes  receivable  subsidiary  detail  ledger 
report." 

C.  "Discontinue  reporting  as  notes  receivable  cash  transfers 
made  to  pay  administrative  expenses  of  another  accounting 
entity." 

RESPONSE: 

A.  We  concur  and  are  in  the  process  of  implementation. 

B.  We  concur.  Efforts  to  implement  this  has  been  ongoing  and 
will  continue. 

C.  We  concur  and  have  taken  steps  to  implement  the  recommenda- 
tion. 
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Mr.  Morris  L.  Brusett 

Page  2 

April  28,  1980 


Page  6  -  Loan  Committee  Approval 
RECOMMENDATION: 

"We  recommend  that  the  department  include  documenta- 
tation  of  review  and  approval  by  the  loan  committee  in  each  Rural 
Development  loan  file." 

RESPONSE: 

We  concur  and  have  implemented  the  recommendation. 

Page  9  -  Loss  Benefit  Premium  Offsets 

RECOMMENDATION: 

"We  recommend  that  the  department: 

A.  Record  hail  insurance  premiums  offset  by  hail  loss 
benefits  as  revenue. 

B.  Record  all  allowed  hail  losses  as  expenditures." 
RESPONSE: 

We  concur  and  have  implemented  this  recommendation. 

Page  9  -  Payroll 

RECOMMENDATION: 

"We  recommend  that  the  department  comply  with 
applicable  statutes  and  regulations  in  accruing  vacation  and 
sick  leave  for  seasonal  and  temporary  employees." 

RESPONSE: 

We  concur  and  have  implemented  this  recommendation.  Those 
qualified  seasonal  and  temporary  employees  have  been  paid  the 
accrued  benefit  due  them  which  amounted  to  a  total  of  $457.00. 

Page  11  -  Hail  Adjuster  Employee  Status 

Recommendation: 

"We  recommend  that  the  department  clarify  the  work 
status  of  Hail  Insurance  Unit  Adjusters  and  ensure  they  are  com- 
pensated accordingly." 
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Mr.  Morris  L.  Brusett 

Page  3 

April  28,  1980 


Page  11  -  Hail  Adjuster  Employee  Status  (continued) 

RESPONSE: 

We  concur  and  have  taken  steps  to  implement  the  recom- 
mendation. 

Page  12  -  Indirect  Cost  Reimbursements 

RECOMMENDATION: 

"We  recommend  that  the  department  seek  approval 
of  and  maintain  an  indirect  cost  plan  with  the  Federal  Govern- 
ment." 

RESPONSE: 

This  recommendation  was  implemented  Fiscal  Year  1980. 

Page  12  -  Grant  Revenue  Accruals 

RECOMMENDATION: 

"We  recommend  that  the  department  accrue  grant 
revenue  in  accordance  with  generally  accepted  accounting 
principles  and  state  accounting  policies." 

RESPONSE: 

We  concur  and  steps  have  been  taken  for  implementation. 

Page  14  -  Timely  Deposits 

RECOMMENDATION: 

"We  recommend  that  the  department: 

A.  Deposit  collections  in  accordance  with  applicable 
statutes  and  regulations. 

B.  Institute  procedures  to  ensure  a  proper  year-end 
cash  cutoff." 

RESPONSE: 

A.  We  concur  and  implementation  is  ensured. 

B.  We  concur  with  the  recommendation  and  will  take 
appropriate  action  as  recommended  to  ensure  proper 
year-end  cash  cutoff. 
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Mr.  Morris  Brusett 

Page  4 

April  28,  1980 


Page  16  -  Plant,  Property,  and  Equipment 
RECOMMENDATION: 

"We  recommend  that  the  department  develop  inventory 
procedures  to  properly  account  for  and  control  all  equipment." 

RESPONSE: 

We  concur.  Implementation  to  have  proper  inventory 
control  is  in  process. 

Page  17  -  Rural  Development  Assets 

RECOMMENDATION: 

"We  recommend  the  department  coordinate  with  the 
Department  of  State  Lands  in  identifying  and  recording  Rural 
Development  mineral  rights  in  accordance  with  state  law." 

RESPONSE: 

We  concur  with  the  recommendation  and  have  implemented 
identification  of  the  mineral  rights  to  the  State  Department 
of  Lands  insofar  as  identification  is  possible  until  a  Title 
Search  or  further  data  is  provided  from  the  U.S.  Department 
of  Agriculture. 

Please  contact  the  department  if  we  can  be  of  further  assistance. 

Sincerely, 


W.  Gordon  McOmber 
Director 

WGM/sle 
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